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able period, that others are fixed by law or by custom, and that when gold enters into both sides of the exchange the variation in price is not in exact proportion to the Quantity of Money. For example the price of gold bonds or of gold ornaments would not be affected by a change in the Quantity of Money, in the same way as the price of wheat or maize. But as the whole of the additional supply of money must be used up, and can only be used up in increasing prices, it follows that if some prices rise less than in proportion to the Quantity of Money other prices must rise more, so that it is the average price level which is proportionate to the Quantity of Money.
The prices which respond soonest, and to the greatest extent, to any increase or diminution in the quantity of money are the prices of those articles which are dealt with in the widest and most open markets, these being the prices of the main articles of production and consumption and especially of those of them which enter largely into the international trade of the world.
To sum up, if there is an additional supply of gold available as money, the Bankers into whose hands it comes will not allow it to lie idle, and there is no way in which it can be used up, except by increasing prices and wages.
It has sometimes been said that it is used up " in creating new business " and does not affect